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AGENDA

Meeting of the Board of Directors

Tuesday, May 18, 1976
2:00 p.m.

345 Park Avenue, 28th Floor

SECOND EXCHANGE QFFER:

1.

Herbert Elish

Executive Director

Review and adoption of Official Statement for the Second
Exchange Offer

Review and adoption of 1976 Series 5 Resolution

Blue Sky authorizations

Adoption of resolution that terms of Exchange Offer will not

prejudice rights of holders of

City

Adoption of
Adoption of
Approval of

Approval of
(Attachment

other bonds and notes of the

agreement with United States Trust Company

agreements with forwarding and non-forwarding agents

Letter of Transmittal

publication schedule prepared by Doremus & Company

1)

PRICE WATERHOUSE & COMPANY:

9.

lo.

R

Approval of 3/31/76 Financials (Will be distributed separately)

Approval of Debt Service Report (Will be distributed separately)
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Page 2

Agenda (Continued)

11. Approval of restructuring disclosure document

MISCELLANEOUS:

12. ©Lou Harris contract

13. Review of Councilwoman Friedlander's Resolution and
Dean Netzer's response (Attachment 2 & 3)
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MUNICIPAL ASSISTANCE CORPORATION
FOR THE CITY OF NEW YORK

Minutes of A Special Meeting of the Board of Directors
‘ May 18, 1976

A Meeting of the Boardrof Directors of the Municipal Assistance
Corporation For The City of New York, a corporate governmental

agency and instrumentality of the State of New York, constituting
a public benefit corporation (the "Corporation")} was held at the
offices of Paul, Weiss, Rifkind, Wharton & Garrison, at 345 Park
Avenue, New York, 29th Floor, May 18, 1976, 2:00 p.m., convened
by the Chairman with timely notice to all Directors and Repre-

sentatives.

Attendance and Organization

Present at the meeting were:

Directors: Messrs. Barry, Gould, Rohatyn, Flynn, Drs. Netzer,
Shalala and Weavér, constituting a quorum of the Board.
Reéresentatives: Messrs. Seavy, Pitaro, Weill, Klein.

Staff: Messrs, Elish, Keegan, Giddings and Lithgow.

Others by invitation of the Board: Messrs. Thomas, Cummings,
Dubin, Balis, Ms. Thoyer and Herr, of Paul, Weiss, Rifkind,
Wharton & Garrison, General Counéel of the Corporation; Messrs.
Rebinson and Keohane, of Hawkins, Delafield & Wood, Bond
Counsgel of the Corporation.

Others present were: Peter Kiernan, Office of Deputy Mayor
Axeison, Special State Deputy Comptroller Sidney Schwartz,

Bernard Kabak of the Special State Deputy Comptrollexr's Office,



Steve Clifford, Speciél Deputy Comptroller of the City of New York,
Messrs. Cadematori,‘Hartig and Bean of Price, Waterhouse & Co.,
Accountants for the Corporation, Mr. Melvin Heineman of Lazard,
Freres & Co., FinancialIAdvisers to the Corporation,Mr. Harold W.
Juhie, State Deputy Chief Budget Examiner, Mr. Lawrence Gresser,
Office of the Borough President, Borough of Queens,

Mg. Gould acted as temporary chairman of the meeting, and.Mr.
Keegan acted as secretary.

PRICE WATERHOUSE & CO.

Mr. Gould introduced Kenneth J. Cadematori of Price
Waterhouse & Co. to the board members and representatives and
requested that Mr. Cadematori review the March 31 Financial
Statements of the Corporation and the Debt Service Reports, all
of which had previously been distributed to the Board members
and representatives.

| Concerning the Financial Statements, Mr. Cadematori
pointed out that they were unaudited bu£ had been prepared by

the Corporation's staff in close cooperation with Price Waterhouse
& Co. and based on his present knowledge, contained everything that
should be reported and disclosed.

Mr. Cadematori stated that the Statement of Financial
Position summarized the balance sheet of the Corporation for
both the debt sérvice fund and the operating fund with the final
balance showing the net future funding requirements due to
tr&nsactions by the Corporation to date; the Statement of Receipts
and Expenditures from the debt service fund set forth the monies
received by the Corporation on the sale of its securities, certain
additional income it has earned, tax allocations from the State

and its disbursements of these funds principally to New York City~



and partially in repayment of its own debt; the succeeding
schedule, the Statement of Receipts and Expenditures of the
operating fund, showed the allocation by New York State of

$3 million and the costs that have been incurred against that
amount, which were chiefly ekpenditures related to debt issuance;
following the Statements are a series of eight notes which in the
opinion of Price Waterhouse & Co., based on present knowledge,
represent the notes that would be required if the Financials

were éudited; and following the notes is detailed analysis of the
outstanding debt and the funding reqguirements to liguidate that
debt set forth by year and a schedule showing what will be
achieved by restructuring certain of the outstanding debt in
accordance with the November 26, 1975 Agreement.

Mr. Cadematori then stated that the two additional Reports
dated March 18th and May 17th were requested by the Corporation
and contain vérious projections for use by management. The reports
state the basis upon which Price Waterhouse & Co. prepared various
projections and what assumptions were made.

Mr. Gould pointed out that, in essence, the Reports
establish that the Corporation meets the coverage ratios specified
for the issuance of new debt and indicate the interest savings
resulting from the restructuring may be as high as $753 million.

In response to questiohs by Messrs. Robinson and Kresky,
Mr. Cadematori said that the figures in the Financial Statements
reflected the figures in the books of the Corporation; that the
need for outside confirmations prevented the completion of an
audit by May 21, 1975; and that Price Waterhouse & Co. was
satisfied with the form and content of the Financials.

(At this point, Messrs. Cadematori, Bean and Hartig left

the meeting.)
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Following further discussion, the Board adopted the
March 31lst Financial Statements and the Debt Service Réports

prepared by Price Waterhouse & Co. and authorized their distribution.

APPROVAL OF ILOU HARRIS CONTRACT

Mr. Elish said that the Board had previously requested
jﬁstification for the expenditure of $50,000 for services.rendered
by Lou Harris & Associates, He stated that the State had contracted
for the services which consisted of a survey to determine attitudes
around the country which would be useful in lining up Congressional
support for the Seasonal Financing Act, Mr. Elish said that he
had discussed the matter with Mr. Burke who had asked that the
Board be informed that the Governor believed that the services
were valuable and personally requested that the contract be paid.

. Mr. Weaver stated that he was willing to submit the bill
for pre-audit provided that the Governor's office understands that
the Board does not consider the matter a precedent.

Following further discussion, it was, upon motion duly made
and seconded, unanimously resolved to pay that portion of the bill

approved by the Department of Audit and Control following pre-audit.

FRIEDLANDER RESOLUTION

Dean Netzer explained that he had written a personal response
to Council Resolution 701, introduced by Mrs. Friedlander, because
he believed that it was necessary to respond directly to the mis-
representations contained in it.

Following discussion, the Board unanimously adopted

Dean Netzer's response as a statement of the Corporation's position.



PN

OFFICIAL STATEMENT
At Mr, Gould's request; Mr. Thomas began a review
of the Official Statement proof dated May 18, 1976. Mr. Thomas

pointed out that the format of the Official Statement dated

"Maxrch 26, 19275 used in connection with the First Excliange Offer

of the Corporation had been used as a starting, point with the

'necessary'amendments made to reflect the changes which have

occurréd since that time. He explained that the Official
Statement to be used for the Second Exchange Offer includes a
section on the State of New York which contains material from
the recent bond offer Official Statement of the State of New
York and includes a section on the recent developments affect-
ing the City that expands substantially the parallel section
from the November Official Statement and contains a detailed

analysis of the three-year financial plan.

Mr: Thomés pointed out that the Official Statement
reflects the decision ﬁade at a prior Board mecting that the
offer would be for $500 million, rese;ving the right, but not
obligating the Corporation to take more than that amount.

If moré than $500,000,000 prin~ipal-amount of City notes was

tendered and if the Board determined that it would not take

‘the full amount tendered, every note that was submitted would

be individually pro-rated rounding to the nearest thousand

dollars.
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(rt this point, Mr. Znhatyn arrived at the meeting

and assumed the Chair.)

In response to quect.ons from Messrs. Weill and

Klein concexning the possibil:-y of making the offer on a "first~

cone, first-served" basis ratr.r than a pro-rata basis, Mr. Thomas
stated that "first-come, firs%-served" would put a premium

on reading quickly the Officisi Statement, which requires time

to read and digest, and would give a substantial advantage to -
the institutional holdexrs. Muusrs. Rohatyn and Gould concurred
with Mr. Thomas and Mr. Gould .ointed out that "first-come,
First-served" not only gave zr advantage to the sophisticated

investor but also gave an adv:stage to local investors.

Messrs. Thomas and . binson stated that various
proration possibilities had bcen considered, all of which may
have an adverse impact in the .fter market on the prorated
notes, and that the method de¢.ribed in the proof of May 18

of the Official Statement was -onsidered the best alternative.

In response to a gu:ition from Mr. Rohatyn, Mr. Gould
said that because the price o! City notes jumped substantially
when the exchange was announcr-, he assumed that sone arbitraging
was occurring but that unlike rany tender offérs he did not think
that the arbitrage market was mportant to the Corporation for

the success of this Exchange ffer,



' Mr. Thomas pointed oﬁt that the interest cut-off
date for the notes had been changed for certain tax reasons.
The bonds would begin to accrue interest from the date of the
expiration of the exchange, and the City notes would stop
accruing in£erest for the tendering noteholders on that date.
Actual payment of interest to the tendering noteholders on
the City notes would be made on the anniversary of the maturity

date of the City notes.

Mr. Thomas stated that at page 11 a section on the
recently enacted Federal Bankruptcy legisiation had been added.
He pointed out that on page 12 a statement was made that the
Corporation believes that the filing of a Chapter I¥ petition
A ~ by the City would not have a material adverse affect on the
a vailable revenues of the Corporation and thus, would not
affect the ability of the Corporétion to pay its obligations,

including the Series 5 Bonds.

‘He pointed out the changes made in the section entitled
"Rights of Noteholders," including the addition of a pa;dgraph
indicating that the Corporation would consider proposals forx
v payment of a limited amount of outs%anding City notes held by
- persons who could demonstrate financial hardship, which he
believed was necessary in view of the May 13, 1976 article in

the New York Times.,
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Mr. Thomas next dealt with the section beginning
on page 15, entitled "Certain Developments Affecting the
State," which was culled from a similar disclosure scction

in the State bond prospectus.

In response to a question by Mr. Thomas concerning
the projected revenue increase assumed in the State budget,
Mr. Juhre stated that the projected increase was based on
inflation and the projected vield in the tax structure
exclusive of nonrecufring items that are attributed to this
year's income; and that there has been no material change ip
the projections. Mr. Juhre also stated that the "Conklin
bill,” requiring the payment of interest on postponed income

tax refunds, would not have a significant impact on the State

budget.

Mr. Juhre suggested that the Official Statement be
updated to reflect the fact that the State's May note sale

has been consummated; and that the $20 million advance to the

City of Buffalo should be checked against the State's April 15th

Official Statement to see how the repayment was handled. In

response to a question by Mr., Robinson, Mr. Juhre statzd that

. except for the specific items that he had previously mentioned,

‘the Corporation could rely on information contained in the

State prospectus. ,



Mr. Thomas next discussed the section entitled
"Certain Developments Affecting the City," beginning on
page 19. He stated that the section repreéented a substantial
expansion upon the.discuésion of the three-year financial
plan that was in the prior prospectus. Mr. Thomas pointed
out that the italicized second paragraph states that neither
the existing financial plan nor its proposed revisions makes
any prbvision for payment of City notes at the end of the
emergency period and that the third paragraph contains a
general éaveat concerning the City's accounting system, which
was taken directly from'é report by the City to the Treasury

Department.

In response to guestions from Mr. Thomas, Mr. Clifford
confirmed that $100 million contingency included in the ?roposed
modification to the Financial Plan is a general contingency
and Mr, Giddings stated that the $1.062 billion in aggregate-

cuts was taken from the March 26, 1976 City program to close

the budget gap.

In response to questions by Mr. Robinson and Mr. Thomas,

Mr., Kiernan stated that the $16 wmillion in savings frc.aa the purchase
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of power from P.A.S.N.Y. did not represent the top of the estimate

range; and that there was no further official information avail-
able on the recal estate tax equalization rate for I'V 1977 but that

it might be one point higher; which would reduce collections by

.approximately $16 million.

Mr. Thomas then asked Mr. Schwartz to Commeﬂt on the validity
cf the growth rate assumptions taken from the City's February 17, 1975
submission to the Comptroller. Mr. Schwartsz replied that his latest
report on revenue estimates was dated February 13, 1975 and waé al-
ready summarized in the section entitled "Certain Reports" which

appears at page 25,

Mr., Rohatyn directed that Dr. Shalala and Messrs. Thbmas
and Giddings would meet with representatives of Mr. Schwartz's office
tc delermine if any amendments werce reguired as a result of the find-
ings in the report on federal and state aid receivables and the

analysis of expenditures for FY 1977 which Mr. Schwartz's staff were

in the process of completing.

- Mr. Kiernan pointed out that a revised draft of the-Ciﬁy,
dfficial Statement would be available the following day and to the
extent that it contains new information, certain revisions may be in
ordexr, such as the effect of the Stavisk? bill. Mr. Kiernan stated

that on federal revenue sharing, the Corporation's statement was

‘accurate, and federal revenue sharing would probably be the same

this year with the possibility of a slight decrease due to population
changes; that concerning the stalement made on page 22 with reference

to the decision of Secretory Hills of HUD, did not preclude receipt
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of the entire amount sought by thelcity through housing subsidics,
but only addressed one aspect of a four-pronaged program; and that
concerning transit, the situation is slightly worse than stated at
page 23 since in FY 1977 and in FY 1979, $125 million and $62.5
million of the respective schéduled amounts would probably not be

available.

Mr. Kresky stated ﬁhat in addition to making changes

- required because of amendments to the City prospectus that the Con-
trol Board's wage. policy should be included. Mr. Rohatyn agreed
saying that reference should also be made to the recent statements

of Treasury Department officials.

‘Following the discussions of the section on "Pension Con-
'tributions," Mr. Thomas pointed out that sections had been added
to treat the Federal Credit Agreement and the sale of The Mitchell-

Lama mortgages.

"Mr. Robinson stated that the section on market considerations
had been modified to cover the impact c¢f the State's financial con-

dition on the City notes.

In response to guestions by Messrs. Koehane and Robinson
to_fhe City ofificials present concerning the accuracy of the dis-
closures made about the City, Mr. Kiernan said that there were no
material omissions but that the sccond paragraph on page 23 on the
éotential impact of the proposed federal budget'should now bg deleted
since the City.would not lose the $163 million that was previously

concidered in jeopardy.
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A discussion then followed as to whether the unaudited
financials of the Corporation Shoulé be included in the Official
o “Statement. Mr. Robinson said that he was opposed to their inclusion
‘because the financial condition of thé Corporation was not én
.important factor inlthe Offer for an informed investor to have in
order to make an investment decision in that the Corporaiion, in
eséence, was selling a piedge of revenue and not its net-worth.
Mr. Robinson stated that since both S 2969, a municipal disclosure
bill introduced by Senator Williams, and the propcsed guidelines
of the Municipal Finance Officers Association, specify certified
'financials in connection with offering statemwents, it would be
“inappropriate for the Corporation to use unaudited financials at

this time.

Mrx. Thomaé said that he thought the unaudited Financials
could be included in the Official statement provided the accountants
could complete an audit prior toc the end of the revocability period,
Then, the audited financialé could be compared to the unaudited
‘financials and a sticker issued if there were any significant
adjustments. Mr. Robinson said that Mr. Thomas' suggestion put an

undue emphasis on the financial condition of the Corporation, which

is not important for the purposes of informed investment decision,

Mr. Gould pointed out that according to Mr. Cadematori,
although the numbers are subject to confirmation, they are not likely
to be very far off the mark and their release will not result in .

embarrassment to the Corporation.

. ' Fullowing further discussion, the Board decided that the

financials should be included and an audit conducted on an expedited

bas is.
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RESTRUCTURING

Mrs. Thoyer, at the request of Mr. Rohatvn, outlined
to the Board tie provisioﬁs of a "Nlotice to lolders of Bonds
Issued under the First General Bond Resolution,” a rroof of
which dated HMay 14, 1976 was submitted to the Board. Mrs.
Thoyer explained that the Notice was to be used to reguest
Bondholder consent to certain amendments to the Corporation's
First General Bond Resolution, as well as amendments to certain
Oof tne Series Resolutions, which amendments would be necessary
or useful to carrying out the restructuring of the Corporation's

bonds held by certain hew York City kanks, pension funds and

sinking funds pursuant to the Agreement of November 26, 1975,

#rs. Thoyer said that the Notice tc Bondholders would be
available through U.S. Trust Company, as well as mailed to
registered holders of MAC bonds and delivered torvarious
brokerage houses for distribution to persons they believed
held MAC bonds in bearer form. In addition, as required by
the General Bond Resoluticn, the Notice would be published in

the New York Times once a week for two weeks.

Mrs. Thoyer then described the particular amendments
referred to in the Notice. Section 902 of the Gensral Bond
Resolution presently contains the provision which does not
rermit the Corporation to agree to an extension of the maturity

on any of its bonds. As the Hovember 26 Agreement would reguire
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the extension of the maturities of certain of the bonds in
carrying out the restructuring, Mrs. Thoyer stated that an
amendment to Scction 902 would be reguired to permit such
extensions. The amendment to Section 202 contains certain
safeguards so that maturities of bonds of the Corporation
cannot be changed unless (1) the extensions are in fulfillment
of the Corporation's corporate purposes, (2} the debt service
coverage tests for the issuance of bonds are met, treating

for this purgose the bonds on which the maturities are extended
as if they were newly issued bonds, (3) there is a publication

in a newspaper of general circulation of the fact that maturities

e

on certalin bonds are being extended, and (4) the extensions are
consented to by the bondholder whose bonds are affected.'

‘Mrs. Thoyer then stated that Section 203 of the General
Bond Resolution was also proposed to be amended as a means by
waich the Corporation could carry out the Hovember 26 Agreement
through the exchange of old bonds held by certain of the banks,
pension funds and sinking funds for new bondé without having the
new bonds counted against the Corporation's statutory debt limits.
The new bonds would be "refunding bonds" under the amended
Section 203. Such refunding bonds could be issued only in

furtherance of the Corporation's corporate purposes and only if

-the debt service coverage tests for issuance of bonds are met.

Mrs. Thoyer reported that the consent required for

the Section 203 and 902 amendments to become effective was 2/3
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in principal amount of the Corporation's bonds issued under

o, - the First General Bond Resolution. She said that the banks,
pension funds and sinking funds, tocgether with the State of
New York as a holder of $250,000,000 in MAC bondsg, had over
2/3 in principal amount of such bonds. She reported on the
status of the consents from those persons and said that the
State's approval to the inclusion of a statement in the Notice
of its intention to vote in favor of the amendments would be
sought befo:e the Notice was released.

Mrs, Thoyer next stated that the amendments to the

Series A and B resolutions would permit the Series A and B
Bonds held by the banks to be restructured in accordance with
the November 26 Agreement. She noted that the Series A and
Series B Bonds are also held by members of the public and

a that the required vote for the adoption of the amendments could
not be aécomplisﬁed without the consents of public bondholders.
however, she noted that the November 26 Agreement could be
carried out even if the amendments to the Serics A and Series B
Resolutions were not adopted, but that the consents were being
reguested because the Corporation was reguired to try to obtain
them. Mrs. Thoyer then discussed the so-called Series A Option
referred to in the Hotice under which the Banks may ccontinue to
hold their Series A Term Bonds dus 19385 and 1%90 with their original
 maturities and sinking fund provisions and with'just the
interest thereon reducea to 6%. She rointed cut that if all

of the banks took the Seriec A Ortion, the overall interest

ozl
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savings described in the Notice from 1977 to 1990 would be
reduced from $753,000,000 to $619,000,000, but there would

be a savings to the City in the earlier years because the

debt service on the Corporation's bonds would be less in the
earlier years on those Scries A Bonds as to which the option was
exXercised than on the restructured bonds. Mrs. Theyer. stated
that under the lovember 26 Agreement the Series A Option was

avallable. if the Corporation did not obtain the consents to

the amendments to the Series A Resolution by February 1, 1976.
As previously noted, it is these consents that are being requested
now pursuant to the Notice. She reported that certain of the
Banks had taken the position that under the Hovember 26 Agreement,
even if consents to the Series A amendments were now obtained, the

Series A Optieon was still available to them. Mrs. Thoyver said she

had informed the Banks that, subject to the Doard's approval,
the Corporation would acree with that interpretation of the
Novernber 26 Agreement hecause it had the effect of debt
service savings to the City in the earlier years. Following
discussion, the Beoard agreed to this interpretation.of the
Novenber 26 Agreement.

Finally, Mrs. Thoyer noted that amendments to
certailn other Series Resolutions, the bonds of which were
all held by -the banks, were'being reguested to allow amend-
-ﬁents to the bonds of those series as reguired bf the

November 26 fgreement.
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Mrs., Thoyer then pointed out that the Notice also
centained information regarding the debt service coverage on
the Corporation's bonas before and aiter the restructuring.
She noted that the Wotice.described the intevest savings to
the City of the restructuring and pointed out the effect of
the restructuring on the sinking fund payments of the Series
A and Series B Bonds to be continued to be held by members of
the pubklic.

Mrs. Thoyer then stated that the following formal
resolutions would be éubmitted to the Board:

1. A resolution that Section 902 and Section 203
of the General Bond Resclution be amended as described in

the Wotice and in the Supplemental Resolution submitted to

the Board.

2. A resolution authorizing amendments to the
Series A Resolution and the Series B Resolution, as described
in the Hotice, and in the Supplemental Resoclution submitted to
the Board. |

3. A resolution authorizing the distribution of the
Notice and the Form of Consent.

4, A resolution authorizing an officer of the

Corporation to execute certain instructions to the Trustee

regarding the Consents.






